Hypothesis 4. China would like to build up friendly relations with each country via investment, while the countries with considerable prestige and great power become China's first choice.
In this paper, we will examine the four hypotheses in detail. First, we test Hypothesis 1 by interacting non-permanent status with a variable measuring how important the Security Council is in each year. If the estimated coefficient of interaction is statistically indistinguishable from zero, then we cannot reject this hypothesis. But we find that the estimated coefficient to be significantly positive, which means when major events related to Security Council occur, non-permanent members will receive more Chinese OFDI. It verifies that the effect on investment is coming from the rotating status, not an omitted variable. Therefore, Hypothesis 1 is rejected.
Second, we test Hypothesis 2 by examining the timing of Security Council membership effect. If the investment increases before service, then we cannot reject this hypothesis. We find that the positive effect of rotating membership is stronger in the first year than the second year, while the effect in the year before countries service on the council is negative. It means countries were elected before they have received investment, so Hypothesis 2 is also rejected.
We continue to check the UN voting records to find evidence of vote-buying. We sum up all the cases that non-permanent members vote in accordance with China during the period of our sample. We analyse the investment these countries receive over the years to track the coincidence. The evidence for vote-buying is weak but we still cannot reject Hypothesis 3.
Finally, we rely on the Belt and Road initiative to differentiate countries that have already had close relations with China. By interacting this classification with nonpermanent status, we find that the rotating countries which have not cooperated much with China will get more Chinese OFDI. This result lends some support to Hypothesis 4 that China would like to cooperate with powerful countries by starting new investment projects, especially the countries which do not already been close ties with China. This is the first paper to study the effect of the UN non-permanent membership on Chinese OFDI. We organise the rest of the paper as follows. In Section 2, we describe the data in detail and specify the estimation equations. In Section 3, we report the empirical results of the impact of Security Council membership on Chinese OFDI. Section 4 verifies our explanations. Section 5 presents our conclusions.
| DATA AND METHODS

| Data
Since the exact amount of Chinese OFDI by country in each year is not available, we construct a proxy using global investment data from 2005 to 2015 in the China Global Investment Tracker database provided by the American Enterprise Institute and the Heritage Foundation. This data set includes more than 1,300 investments, with each being worth $100 million or more. Figure 1 shows that Chinese outward investment recorded in this data set rose rapidly in 10 years, from about 10 billion US dollars in 2005 to about 110 billion in 2015.
The China Global Investment Tracker also documents to which sector each investment project belongs. There are 11 sectors in this data set, that is, agriculture, chemicals, energy, finance, metals, real estate, technology, tourism, transport, utilities and other. Figure 2 compares investments in the first and last years of our data by sector. In 2005, only five of the 11 sectors had Chinese OFDI, among which the energy sector attracted most of the investment. Ten years later, in 2015, Chinese OFDI spread in every sector and sectors including transport, energy, real state, technology and finance were in the spotlight.
We add up the amount of companies investment in the record, count the projects, calculate the average value and sum up whether there was an investment towards each country in each sector year by year, as the proxies for the total amount, number of projects, average value and probability of Chinese OFDI by country per year in each sector. Following the literature, we collect data for other variables that may affect Chinese OFDI. Consumer Price Index is used for controlling the inflation. GDP and GDP per capita describe a country's economic performance and wealth. Cheng and Ma (2010) find that both real GDP and real per capita GDP have significant positive effect on Chinese OFDI flows and stocks, while He and Zhang (2009) find GDP influences Chinese OFDI negatively, and Buckley et al. (2007) argue GDP per capita never attained significance in their regressions when using official Chinese OFDI data between 1984 and 2001. We use trade (import plus export) share of GDP to measure trade liberalisation (Cheng & Ruan, 2004) . OFDI also increases where labour cost is low, while labour cost moves oppositely with labour force supply, so we collect data of population ages from 14 to 65 to represent labour supply. Jiang and Jiang (2012) find that China has preference for host countries with high natural resource endowments, so we control resource richness as well. Moreover, OFDI may be affected by the investment liberalisation of host countries, so we consider FDI net outflows share and net inflows value of each country (Buckley et al., 2007) . According to Chen et al. (2015) , Chinese investment decisions are influenced by political stability, so we obtain information on which country is in conflict each year from the Uppsala Conflict Data Program. Data on rule of law are collected from the World Govern Index, which ranges from À2.5 to 2.5 and reflects the extent to which people have confidence in and abide by the rules of society, and in particular the quality of contract enforcement.
Therefore, we construct a panel data set including a maximum of 22,627 country-sector-year observations of 187 countries and 11 sectors from 2005 to 2015. The five permanent members and the countries that are not UN member states (such as Kosovo) are excluded.
Since only values of investments above $100 million are reported, no record means there is no investment or the value is below $100 million. We make a strong assumption that in each sector, a missing value means the value of all possible investments does not exceed $100 million in total. Thus, 100 is set as the left truncated value for the tobit regressions towards value and average value. A value of 0 is assigned to nonreported flows of number of projects and investment probability.
Finally, we add a membership variable to our data set, describing whether each country is a nonpermanent member in that year. A g r i c u l t u r e E n e r g y C h e m i c a l s F i n a n c e M e t a l s R e a l e s t a t e T e c h n o l o g y T o u r i s m T r a n s p o r t we list the years and countries that have served on the Security Council. Although there has been some anecdotal evidence linking the Security Council nonpermanent membership and Chinese OFDI, it is important to establish the actual effect and the mechanism, so we turn to more rigorous analysis in the following sections.
| Estimation equations
Following Anderson and Van Wincoop (2003) and Berger, Easterly, Nunn, and Satyanath (2013) , we derive an estimation equation based on the gravity model of foreign direct investment. Here, the foreign direct investment from country c towards country i in year t is given by:
where value ict denotes the value of OFDI, GDP it and GDP ct are the total GDP of country i and country c in year t, and GDP w t is the world GDP in year t. s ict measures bilateral resistance when investment flows from country c to country i. In particular, s ict includes the political distance between two nations. When a country rotates onto the Security Council as a non-permanent member, it should have shorten its political distance with China. P it and P ct measure multilateral resistance for countries i and c, which are complex nonlinear functions of the full set of bilateral resistance {s ict }. The parameter r is the elasticity of substitution. Taking natural logs and rearranging gives:
where: Taking natural logs and rearranging gives:
To measure the impact of UN Security Council non-permanent membership, we add the membership dummy in the equation above. Terms such as lnGDP China t and lnGDP w t can be absorbed by year fixed effects. We also include all the control variables mentioned in Section 2.1 as additional determinants of investment flows, to differentiate the economic incentives of OFDI, such as searching for markets, resources, technology or efficiency. Since our data are country-sector level, country fixed effects and sector effects are also included to capture time-invariant country and sector characteristics. Thus, the reduced-form relationship between non-permanent membership and the value of Chinese OFDI is:
where i indexes countries receiving investment from China, t indexes years, s indexes sectors; X is a vector of time-varying control variables for each country as described in Section 2.1, including one lag of Y to control the effect of investment last year on the investment this year; g is a vector of year fixed effect, l is a vector of country fixed effect, and c is a vector of sector fixed effect.
Since the value of Chinese OFDI equals to the number of investment projects times average value per project and the investment probability, similar reduced-form equations can be applied to the lateral three measures of Chinese OFDI. All the basic estimation equations can be expressed uniformly as:
We regress Equation (1) with a tobit model where Y is log of investment value lnvalue, log of average value per project lnavevalue or the number of projects project, and with a logit model where Y is investment probability whether. Using four measures of investment and controlling other determinants, we test political incentives of OFDI by studying when a country rotates onto the Security Council, whether it will receive more Chinese OFDI or not.
In the United Nations, the 193 member states are divided into five regional groups: the AsiaPacific Group, African Group, Eastern European Group, Western European and Others Group, and Latin American and Caribbean Group. Does the effect of Security Council Membership on investment vary across regions? Take the number of projects for an example. Figure 3 illustrates that countries serving on the UN Security Council receive more Chinese OFDI projects, and this pattern holds for all the regions except the Eastern European Group. On average, non-members receive about 0.02 new investment projects per year in each sector while temporary members of the UN Security Council get 0.07. For countries in Western European and Others Group, the pattern is pretty obvious. When countries are not serving, the average amount of Chinese OFDI projects they get in each sector is 0.07, while when they are serving on the Security Council, the number of projects initiated annually is 0.18. The basic pattern also holds in Asia-Pacific, Africa, Latin America and Caribbean. It does not hold for countries in Eastern European Group because those serving countries did not get any Chinese OFDI during our sample period.
To verify the pattern we found from the figure with more rigorous test, we construct five region dummies according to the division. They are AsiaPacific, Africa, EasternEU, WEOG and GRU-LAC. The estimation can be captured by the following equation: where Asia-Pacific, Africa, EasternEU, WEOG and GRULAC represent whether a country is in the Asia-Pacific Group, African Group, Eastern European Group, Western European and Others Group, and Latin American and Caribbean Group. If the answer is yes, the dummy equals 1, otherwise the dummy equals 0. The coefficients of the interaction terms of membership dummy SCMember and region dummies illustrate the different effects of political status on Chinese OFDI in different regions.
Since there are 11 sectors in our data set, we would like to test whether the pattern still holds in different sectors. We construct 11 sector dummies: Agriculture, Chemicals, Energy, Finance, Metals, RealEstate, Technology, Tourism, Transport, Utilities and Other. A sector dummy is coded as 1 if a project is invested in this sector and then the other 10 sector dummies equal 0. We estimate Equation (3) and the coefficients of the interaction term of membership dummy SCMember and sector dummies illustrate the different effects of political status on Chinese OFDI in different sectors: Table 2 shows the estimation results for various dependent variables in Equation (1). Controllingyear fixed effects, country fixed effects, as well as sector fixed effects, the results for log of investment value, log of average investment value, number of projects and investment probability are listed in columns (1) to (4), respectively. The results indicate that in most of the cases, Security Council membership has a significant and positive effect on Chinese OFDI at 1% level. When one country rotates onto the Security Council, the value of Chinese OFDI to this country will increase by 56 log points, or 75% in each sector per year and the average value of Chinese OFDI per project will increase by 68%. Countries on the Security Council will on average receive 0.275 Chinese OFDI projects more than the countries not serving. The probability of investment participation is also significantly higher at 10% level. Note that the sample size reduces to 6,523 from 12,353, when we apply Logit model in column (4). Interestingly, the estimated coefficients of some control variables in Table 2 are contrary to economic intuition and literature. For example, we usually believe that if there is a greater labour force in one country, employment cost is lower; therefore, there will be more investment in this country. However, Table 2 shows that the ratio of labour force has a substantial and statistically significant decrease in investment. Table 2 also shows that larger markets attract less investment, which is surprising but in accordance with He and Zhang (2009) . In addition, we usually believe there may be more investment in a country with abundant resource, stable politics and better legal system (Jiang & Jiang, 2012) , but the coefficients of control variables resource, conflict and law are contrary to our expectation. All of these results indicate that Chinese OFDI is irrational under pure economic incentives. Therefore, it is worth studying whether Chinese OFDI is influenced by political incentives.
| REGRESSION RESULTS
To investigate whether the effect of Security Council membership varies by region, we test Equation (2), and the results are shown in Table 3 . From these results, we find that all countries except those from Eastern Europe are significantly affected by the nonpermanent membership. For Notes. Robust standard errors in parentheses. ***p < 0.01; **p < 0.05; *p < 0.1. most of those countries, when they rotate onto the Security Council, the Chinese OFDI value and average value per project as well as the number of projects will increase significantly at 1% level.
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Countries from Latin America and the Caribbean will also enjoy a nearly 107% increase in investment probability. For countries from Asia and Pacific Group, even though the project quantity decreases by 0.059 on average when serving on the council, the value and average value increase by 21% and 17%, respectively. The effect of council membership on Eastern European countries is not significant because there happen to be no investment to the serving countries during our sample period. The coefficients of control variables keep the same direction as our basic regression, most of which keep wired and inconsistent with economic intuition. Next, to investigate which sector brings such a positive effect on Chinese OFDI, we test Equation (3). The coefficients of the interaction terms of membership dummy SCMember and sector dummies indicate the different effects of political status on Chinese OFDI in different sectors. Table 4 shows the estimation results for various dependent variables such as log of investment value, log of average investment value, number of investment projects and investment possibility. We find that the effect of being on the council is not significant in terms of investment probability for most of the sectors except energy. Investment in the energy sector has significantly positive effects on all the four dependent variables, while finance, real estate, tourism and transport sector also enjoy an increase in Chinese OFDI in terms of value and average value. In contract, investment in agriculture, metals and technology will decrease significantly when countries serve on the council. The effect of membership in chemistry and utilities is not significant as Table 4 shows, which may be because of not enough data variations.
| MECHANISM
In this section, we explore the mechanism of the positive nonpermanent membership effect by examining the four hypotheses in Section 1.
First, to examine Hypothesis 1 and verify the significant effect of Security Council membership on Chinese OFDI is caused by the membership itself, not any other omitted variables that can help one country rotate onto the council and attract Chinese OFDI at the same time, we follow Kuziemko and Werker (2006) and interact the SCMember variables with a measure of how Notes. Robust standard errors in parentheses. ***p < 0.01, **p < 0.05, *p < 0.1.
important that year happen to be to the council. World events happened during one country's term is exogenous. The estimation is described by the following equation:
ImportantYear is a dummy variable coded as 1 if there are many events related to peace or security happened in that year. We search through EBSCO newspaper database and count the total number of newspaper articles in year t with the words "United Nations" and "Security Council" (or "UNSC") in the New York Times. We rank the years according to the counts and separate them into two categories, that is, 6 years that are very important and 5 years that are not so important to the council. We also check the total number of related articles in the whole EBSCO newspaper database and experiment with a new definition of important year as a robustness check. The numbers of related articles appeared in New York Times and whole EBSCO newspaper database are presented in Table A2 . The result of robustness check is shown in Table A3 .
If the effect on Chinese OFDI is purely driven by some omitted variable that influences countries to serve in the council, instead of the nonpermanent membership itself, then the estimate of b 1 should statistically indistinguishable from zero. Otherwise, we can verify our conclusion that nonpermanent membership has effect on Chinese OFDI indeed. Table 5 present the results regarding Equation (4). As the same methods in Section 2, we apply tobit model to analyse the value, average value and the number of projects and apply logit model to analyse investment probability. As indicated by the significant coefficients for the interaction of SCMember and important year dummy in Table 5 , the effect of Security Council non-permanent membership is pretty strong during the years in which the council's proceedings were given much of attention. The serving countries will get 147% and 141% more Chinese OFDI in terms of value and average value per project. The number of new investment projects will increase by 0.24. The observations of investment probability reduce by nearly half when using a logit model. The effect of membership on probability is not significant but keeps positive. All the results are very robust. Therefore, we can reject Hypothesis 1.
Our second extension is to investigate the timing of Security Council membership effect following Dreher et al. (2006) and Kuziemko and Werker (2006) . This extension can help examine Hypothesis 2. Figure 4 depicts how Chinese OFDI varies before, during and after membership, in terms of the number of investment projects.
It seems clear that countries get more investment projects from China since serving on the council. We continue to test whether this trend still holds when we control more variables in a rigorous test specified in the following equation:
where T0 is a dummy variable indicating the year before serving on the council, that is, the year when a country is elected to the Security Council by United Nations General Assembly; T1 and T2 indicates the first and second year of the tenure, respectively; T3 corresponds to the year immediately following the service term. Hypothesis 2 concerns about the direction of positive relation between non-permanent membership and Chinese OFDI. To rotate onto the Security Council, candidate countries require a twothird majority of voting in the General Assembly. One may suspect that the increase of Chinese OFDI is due to the investment deregulation of host countries which allows more foreign direct investment in exchange for votes during the election for non-permanent status. If this argument holds, we expect to find a positive estimator of b 1 . However, if the estimate of b 1 is negative while estimate of b 2 or b 3 is positive, the argument does not make sense, and therefore, the effect should purely come from Security Council non-permanent status. Table 6 shows that, similar to Dreher et al. (2006) , the positive effect of UN Security Council membership is the strongest during the first year of tenure. Compared to not serving on the Security Council, non-permanent members enjoy 124% increase in investment value. The number of projects, investment probability and the average value of investment also go up substantially. The effect during the second year remains positive but becomes weaker. Only two of the four indexes of Chinese OFDI increase significantly. Non-permanent members get less investment both 1 year before their term and 1 year after. Thus, the positive relation between Chinese OFDI and nonpermanent membership is not caused by the possible investment deregulation policies in host countries. When countries run for votes the year before the tenure, Chinese OFDI even decreases. Therefore, we reject Hypothesis 2.
According to Hypothesis 3, China may want to obtain more votes in the Security Council in order to pass a certain motion by investing in countries that are nonpermanent members. For this hypothesis, we hope to find evidence from UN Security Council voting record. The UN Library maintains a voting records database which provides access to voting information for adopted Security Council resolutions. The database does not record draft resolutions which were not adopted, so we are not Notes. Robust standard errors in parentheses. ***p < 0.01, **p < 0.05, *p < 0.1. Notes. Robust standard errors in parentheses. ***p < 0.01, **p < 0.05, *p < 0.1.
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able to find which country stands in the same line with China when China vetoes as a permanent member. But it does not matter too much since it is more important for China to gain votes when it hopes to get one draft resolution passed. After all, with the right of veto, China can make draft resolutions not adopted when it wants. Therefore, if this hypothesis holds, we expect to see more Chinese OFDI in a rotating country that follows China's votes, that is, vote yes or abstain at the same time with China; or less Chinese OFDI if the country abstains when China votes yes. Since it is hard to tell whether China means to agree or not for a resolution when it abstains, we do not take such kind of situation into consideration when China abstains while a rotating country votes. In the record, we find around 93% of the adopted resolutions were passed unanimously. There are 681 adopted resolution in total from 2005 to 2015. Among them, 3 resolutions passed without voting and 48 passed with affirmative votes less than 15. In detail, 27 resolutions were adopted with 14 affirmative votes, 9 with 13 affirmative votes, 4 with 12 affirmative votes, 2 with 11 affirmative votes and 10 affirmative votes, respectively. There is only one resolution on small arms in 2015 adopted with 9 affirmative votes, which is the minimum requirement for passing a resolution. For this resolution, China abstained with Angola, Chad, Nigeria, Venezuela and another permanent country, Russia. But none of the four rotating countries got Chinese OFDI in 2015 or during that 2-year term. China also abstained for the two resolutions which got 10 affirmative votes and two resolutions which got 11 affirmative votes.
On one hand, some countries got Chinese OFDI when they always voted in accordance with China. During its term in 2013 and 2014, Australia never voted differently from China and got 10 and 16 new projects, respectively, in each year, but the quantity or value in total was not so outstanding comparing to other years. Italy got 250 million dollars in the second year of its term in 2008. It is more or less the average value before 2013, but only 3% of the total value comparing to the investment that Italy got from China in 2014 or 2015. Luxembourg got $220 million dollars T A B L E 6 Impact of the UN Security Council non-permanent membership over time When Indonesia and Qatar abstained with China in 2007 on the establishment of a special tribunal for Lebanon, neither of them attracted any Chinese OFDI. South Africa also abstained for the same resolution and got an investment project worth $5.6 billion from China, more than 20 times of the value invested 1 year before. If investment is the way to "buy votes," it might not be rational for China to put all eggs in one basket like this.
To sum up, the evidence we find from the voting record is not so strong to support Hypothesis 3. Maybe this explanation does not hold at all, that is, China does not mean to invest with the purpose of gaining votes on the Security Council to pass a draft resolution. Or China has this purpose but has not suceeded yet. We are not able to check this possibility since we do not have access to the voting details of unpassed draft resolutions. Only the resolutions got passed are open in the UN records. Therefore, we still cannot reject this possibility.
Finally, we are going to check the Hypothesis 4 that China investing in non-permanent countries more is simply because when China wants to build up deeper relationship with some countries, the countries with considerable prestige and great power are China's first choice.
China is always willing to cooperate with countries all over the world for economic and peace building. At the 2002 APEC CEO Summit, China's Chairman at that time, Jiang Zemin, delivered a speech and mentioned that China advocates developing economic and trade relations with all countries in the world on the basis of equality and mutual benefit and is willing to strengthen cooperation and common development. In 2004, on the former paramount leader Deng Xiaoping's So how to cooperate? Outward foreign direct investment is one of the methods which can create more capital and more business opportunities for other countries. As Chairman Xi said in Davos in 2017, after he put forward the Belt and Road initiative, Chinese companies have made over 50 billion US dollars of investment and launched a number of major projects in the countries along the routes, spurring the economic development of these countries and creating many local jobs.
Then who to cooperate with? Non-permanent membership on the UN Security Council is one of the features which can attract China's interests except for economic incentives. Serving on the council can enhance one country's influence on world issues, improve its international reputation and national status and hence raise its visibility on the international stage. Especially for those countries which do not have much connection or closed relationship with China, once they rotate onto the council, it is the high time for them to remind China of their importance and start dialogues for peace and economy. This mechanism can also help to explain why compared to countries from the Asia-Pacific group and African group, the effect of non-permanent membership is larger for the countries from the Western European and Others Group, as well as the Latin America and the Caribbean Group. This is because China has a Belt and Road initiative with Asian, Eastern European and North African countries, and China provides considerable aid to Africa. China has already formed close friendships with Asia and Africa, so investing in non-permanent members is a supplementary way to build up connection for the countries not along the routes of Belt and Road initiative, which locates mainly in Western Europe and Latin America.
Even though the definition of Belt and Road was first introduced by Chairman Xi in 2013, it dates back thousands of years to China's Silk Road. The Silk Road was an ancient trade network of both the terrestrial and the maritime routes connecting Asia with Africa, the Middle East and southern Europe. It expanded in the Han Dynasty around 114 BCE and derived its name from the trade in silk, which was the major trade item exported from China. Besides silk, many other kinds of goods, religions, syncretic philosophies and various technologies were also traded. Political and economic relations between the civilisations along the routes have already been built up since then and become more and more profound over thousands of years. Therefore, we believe that the cooperation between China and countries in the Belt and Road initiative began much earlier than our research period of 2005-15. We would like to use the identity of Belt and Road countries as proxy for the ones which have a close relationship with China.
In the following, we introduce the definition of Belt and Road into our regression models to examine Hypothesis 4. Table A4 lists countries on the Belt and Road. By 2016, there are 65 countries in total including China. The Russian Federation is not in our data set because it is a permanent country; neither is Palestine because it is not a UN member, nor are Myanmar and Syria because we do not have their GDP data or per capita GDP data.
We construct a dummy nonB&R for each country and index it to be 1 if this country is not on the Belt and Road and 0 if it is. Next, we introduce it into Equation (1) and interact it with SCMember to determine whether China invests more in countries which do not belong to the Belt Notes. Robust standard errors in parentheses. ***p < 0.01, **p < 0.05, *p < 0.1.
and Road initiative when they rotate onto the Security Council. The regression is shown in Equation (6), and the regression result is shown in Table 7 :
The result in Table 7 indicates that if a country is not included in the Belt and Road initiative (with which China has close corporation in economy and trade), China will invest in it more when it rotates onto the UN Security Council. The investment value and average value per project will increase by 265% and 243%, respectively. On average, 0.96 more projects will be invested in and the probability of being invested will raise by 0.89.
This result coincides with our findings in Table 3 that countries from Western Europe as well as Latin America and the Caribbean Group will attract more Chinese OFDI than those belonging to Asia-Pacific Group and African Group, since the formers are precisely the ones which are not on the Belt and Road. This result can verify our explanation that China is actively looking for cooperation with each country as it advocates, and the countries that are prestigious and influential attract China's interest most, especially those with which China has not built up close relations yet.
| CONCLUSIONS
Since the UN's foundation in 1945, the Security Council has made great contributions to world peace as one of the UN's six principal organs. The five permanent members and ten non-permanent members of the council share the responsibility of maintaining world peace by voting together on Security Council resolutions. From a Security Council membership perspective, we try to investigate whether Chinese OFDI is influenced by political incentives.
We constructed an unbalanced panel data with country-sector-level data of investments, for a period of 11 years. We find that when one country rotates onto the Security Council, it will attract more Chinese OFDI, mainly from energy, finance, real estate, tourism and transport sectors, while the investment in agriculture, metals and technology sector decreases. Countries from the Western European and Other Group and the Latin American and Caribbean Group enjoy more increased investment than countries from the Asia-Pacific Group and the African Group. Such positive effect of non-permanent membership is larger during the important years when the UN Security Council is more newsworthy. The effect on Chinese OFDI is driven by this status itself, not other omitted variables, nor adversely. This is consistent with the hypothesis that China is looking for cooperation opportunities actively, especially for those who have not cooperated closely with China before. We do not find strong evidence from the vote records that can support the vote-buying hypothesis about China, but we cannot reject it either. 
